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take advantage of that business oppor-
tunity for personal profit. Rec-
ommendations to customers to buy in-
surance should be based on the benefits 
of the policy, not the commissions re-
ceived from the sale. 

(c) Except as provided in §§ 2.4 and 
2.5(b), and paragraph (d) of this section, 
a director, officer, employee, or prin-
cipal shareholder of a national bank, or 
an entity in which such person owns an 
interest of more than ten percent, may 
not retain commissions or other in-
come from the sale of credit life insur-
ance in connection with any loan made 
by that bank, and income from credit 
life insurance sales to loan customers 
must be credited to the income ac-
counts of the bank. 

(d) The requirements of paragraph (c) 
of this section do not apply to a direc-
tor, officer, employee, or principal 
shareholder if: 

(1) The person is employed by a third 
party that has contracted with the 
bank on an arm’s-length basis to sell 
financial products on bank premises; 
and 

(2) The person is not involved in the 
bank’s credit decision process. 

§ 2.4 Bonus and incentive plans. 
A bank employee or officer may par-

ticipate in a bonus or incentive plan 
based on the sale of credit life insur-
ance if payments to the employee or of-
ficer in any one year do not exceed the 
greater of: 

(a) Five percent of the recipient’s an-
nual salary; or 

(b) Five percent of the average salary 
of all loan officers participating in the 
plan. 

§ 2.5 Bank compensation. 
(a) Nothing contained in this part 

prohibits a bank employee, officer, di-
rector, or principal shareholder who 
holds an insurance agent’s license from 
agreeing to compensate the bank for 
the use of its premises, employees, or 
good will. However, the employee, offi-
cer, director, or principal shareholder 
shall turn over to the bank as com-
pensation all income received from the 
sale of the credit life insurance to the 
bank’s loan customers. 

(b) Income derived from credit life in-
surance sales to loan customers may be 

credited to an affiliate operating under 
the Bank Holding Company Act of 1956, 
12 U.S.C. 1841 et seq., or to a trust for 
the benefit of all shareholders, pro-
vided that the bank receives reasonable 
compensation in recognition of the role 
played by its personnel, premises, and 
good will in credit life insurance sales. 
Reasonable compensation generally 
means an amount equivalent to at 
least 20 percent of the affiliate’s net in-
come attributable to the bank’s credit 
life insurance sales. 

PART 3—CAPITAL ADEQUACY 
STANDARDS 

Subpart A—General Provisions 

Sec. 
3.1 Purpose, applicability, reservations of 

authority, and timing. 
3.2 Definitions. 
3.3 Operational requirements for certain ex-

posures. 
3.4–3.9 [Reserved] 

Subpart B—Capital Ratio Requirements 
and Buffers 

3.10 Minimum capital requirements. 
3.11 Capital conservation buffer and coun-

tercyclical capital buffer amount. 
3.12–3.19 [Reserved] 

Subpart C—Definition of Capital 

3.20 Capital components and eligibility cri-
teria for regulatory capital instruments. 

3.21 Minority interest. 
3.22 Regulatory capital adjustments and de-

ductions. 
3.23–3.29 [Reserved] 

Subpart D—Risk-weighted Assets— 
Standardized Approach 

3.30 Applicability. 

RISK-WEIGHTED ASSETS FOR GENERAL CREDIT 
RISK 

3.31 Mechanics for calculating risk-weight-
ed assets for general credit risk. 

3.32 General risk weights. 
3.33 Off-balance sheet exposures. 
3.34 OTC derivative contracts. 
3.35 Cleared transactions. 
3.36 Guarantees and credit derivatives: Sub-

stitution treatment. 
3.37 Collateralized transactions. 

RISK-WEIGHTED ASSETS FOR UNSETTLED 
TRANSACTIONS 

3.38 Unsettled transactions. 
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